
STOP 



Early Journal Content on JSTOR, Free to Anyone in the World 

This article is one of nearly 500,000 scholarly works digitized and made freely available to everyone in 
the world by JSTOR. 

Known as the Early Journal Content, this set of works include research articles, news, letters, and other 
writings published in more than 200 of the oldest leading academic journals. The works date from the 
mid-seventeenth to the early twentieth centuries. 

We encourage people to read and share the Early Journal Content openly and to tell others that this 
resource exists. People may post this content online or redistribute in any way for non-commercial 
purposes. 

Read more about Early Journal Content at http://about.jstor.org/participate-jstor/individuals/early- 
journal-content . 



JSTOR is a digital library of academic journals, books, and primary source objects. JSTOR helps people 
discover, use, and build upon a wide range of content through a powerful research and teaching 
platform, and preserves this content for future generations. JSTOR is part of ITHAKA, a not-for-profit 
organization that also includes Ithaka S+R and Portico. For more information about JSTOR, please 
contact support@jstor.org. 



508 QUARTERLY JOURNAL OF ECONOMICS 



THE LATE COPPER SYNDICATE. 

Beginning in October, 1887, a bevy of French speculators 
manipulated in copper one of the most gigantic and long-lived 
corners yet recorded. It lasted nearly eighteen months, and 
during its continuance impressed upon the commodity in all 
the markets of the world a purely arbitrary price. So notable 
an economic phenomenon deserves to be registered and studied. 

The enterprise originated with M. Secretan, head director 
of the Societe Industrielle et Commerciale des Metaux, which 
for short we shall call the Metal Company. It was a manu- 
facturing corporation, consuming more copper than any other 
establishment on the Continent ; and its first purchases were 
simply for its own use, to utilize the extraordinarily low price 
of £39 per ton. But, witnessing the swift advance caused by 
their own act, and encouraged by a most successful venture in 
tin, M. Secretan and his associates proceeded to buy all the 
visible stocks of copper, to hold for a rise. It seemed a pro- 
pitious time. Consumption was advancing upon production. 
The total copper in Europe and afloat on October 31, 1887, — 
namely, 48,503 tons, — was less by 14,324 tons than it had 
been a year before, with some prospect, not destined to be 
quite realized however, that the world's production for the 
year would fall below that of 1886, as this had below that 
of 1885. 

YEARLY PRODUCTION OP COPPER, TONS. 

1887 1886 1885 1882 1879 

224,273 216,936 226,892 181,622 151,963 

The then existing tendency to a decline in the apparent 
stock is more perfectly exhibited in the following: — 

COPPER IN EUROPE AND AFLOAT, 1887. 



End of January, 


. 63,290 tons. 


End of June, . . 


. 50,947 tons 


February, 


. 59,546 


July, . . . 


. 51,972 


March, . 


. Same 


August, 


. 52,266 


April, . 


. 56,172 


September, 


. 49,176 


May, . . 


. 64,770 


October, . 


. 48,503 



The course of prices during 1887 down to October 8 is 
shown by the following: — 
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LONDON PRICES 


OF COPPER, 1887. 






£ B.a. 




£ s.d. 


January 7, 


. . 39 10 


June 4, . . 


. 39 6 


February 4, 


. . 38 13 9 






March 5, . 


. . 39 6 3 


August 6, 


. 39 18 9 


April 2, . 


. . 39 12 6 


September 2, 


. 40 3 9 


May 6, . . 


. . 39 3 9 


October 8, . 


. 39 17 6 



The average prices for the first days of the months had 
been, for 1879, £57 lis. ; for 1882, £67 0*. 6d. ; for 1885, £44 
Is. 6d. ; for 1886, £40 6s. For the whole year 1887, this figure 
was £42 3s. As one would expect from these statistics, copper 
speculators were selling short, or, in the London Economist's 
statelier phrase, " operating for the fall." 

M. Secretan's scheme required him of course to make terms 
with the American copper producers, from whom the world 
expected about 40 per cent, of its annual supply. The next 
most important engagement entered into was with the great 
Rio Tinto Company, owning in the Province of Huelva, Spain, 
the most lucrative copper property in the world. A contract 
was also arranged with the two Cape copper companies, the 
Soci6t6 covenanting to take their entire output for three years 
at £70 a ton, 15 cents a pound, giving them the option of 
renewal at the end of that period. The American mine- 
owners, except Mr. Haggin of the Anaconda, were to receive, 
for three years, £61 10s. per ton, or about 13 cents a pound, 
with half profits on prices realized over this ; the Spanish, for 
two years, £65, or 14 cents. With the Anaconda interest, no 
permanent arrangement was made till early in 1889, but 
instead two contracts, of six months each, covering 1888, 
averaging £68 10s. the ton. The height of these prices, doom- 
ing the scheme beforehand, was due to the rise which the 
Metal Company's own buying had started. 

The company thus put in control of from 80 to 85 per cent, 
of the world's copper product had a capital of £1,000,000 ; but 
of this it controlled unencumbered not over £120,000, £800,000 
having been raised on debentures, and the lest gone for its 
building and the good will of the firms it succeeded. M. 
Secretan, therefore, through M. Denfert-Rochereau, one of the 
Metal Company's directors, appealed for financial support to 
the Comptoir d'Escompte, of which this gentleman was man- 
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ager. The Comptoir, next to the Bank of France the most 
powerful banking establishment in France, gave its first guar- 
antee in December, 1887, on contracts with the Anaconda. 
Other indorsements followed on January 4 and March 4, 1888. 
Some time in November, 1887, a syndicate of sixteen capital- 
ists * was formed, who undertook to aid the Metal Company 
by advancing upon copper £2,210,000 for periods of from one 
to three years. This syndicate, an unincorporated affair, not 
legally responsible, must not be confounded with the Metal 
Company. Certain of the Paris Rothschilds were in it, along 
with controlling representatives of the Credit Lyonnais and 
the Banque de Paris et des Pays-Bas. The Comptoir d'Es- 
compte was to act as the syndicate's banker, calling for the 
funds as needed to pay for the copper, receiving the copper 
warrants in return, and holding these on the syndicate's behalf. 
Of the syndicate stock, the Metal Company took £600,000, and 
M. Secretan himself £48,000. Neither, however, responded to 
the first call for 20 per cent., their proportions being advanced 
by the Comptoir, and this without any margin upon which to 
protect itself, should copper fall. In March, five foreign com- 
panies joined the syndicate, increasing its total power to make 
advances by £210,000. 

The Comptoir presently demanded another instalment of 
20 per cent. Not till March 13, 1888, were the Comptoir's 
relations with the syndicate and the Metal Company indicated 
in its minutes, the adventure being till then apparently man- 
aged by MM. Secretan and Denfert-Rochereau alone. On 
March 13, 1888, M. Denfert-Rochereau, by misrepresentation, 
as was afterwards alleged, secured the Comptoir's authority 
to guarantee two new American contracts, involving £80,000 
or more, and covering a period of three years. March 27, it 
guaranteed still further contracts of the Metal Company with 
the Cape people, with the Tharsis, the Mason & Barry, and 
other corporations. 

The Metal Company was now in high feather. On March 10, 
its directors held a meeting, at which it was announced that, 
■with a capital of £1,000,000, and all contingencies provided 
for, the profits for the year had been nearly £676,000. 

* Two withdrew before February, 1888 ; but one new one came in. 
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£120,000 was set apart for a dividend of 12 per cent. 
M. Secretan, whom rotation should have retired from the 
man agement, was re-elected amid the utmost enthusiasm. The 
capital stock was doubled by the issue of 50,000 new shares 
of £20 (500 francs) each, at £30, or a premium of 50 per cent., 
all subscribed by old holders, who were given priority. Before 
this, the shares, par 500 francs, had been worth 1,220 francs ; 
and they stood at 900 francs even after the new were out, 
continuing at about the same figure till December, 1888. On 
the following March 28, they were at 30 francs, and the debent- 
ures of 500 francs a share, at 75. 

Already the piling up of copper was ominous. The Comp- 
toir was driven to a further 20 per cent, call, though guaran- 
teeing at the same time a £3,120,000 contract with Rio Tinto 
By May 31, 1888, the Comptoir's effective advances amounted 
to £5,554,000, of which £1,124,000 were unsecured. At the 
end of June, it had to ask the syndicate's permission to pledge 
some of the latter's warrants held by it, as a basis for loans 
at the Bank of France and elsewhere. The last of July its 
unsecured advances had risen to £2,320,000, by the end of 
October to £2,780,000, at the end of the year to £3,480,000, 
the total quantity now footing up £6,880,000. It would at 
this time have refused to go further, had not M. Secretan 
declared that such a stand must bring instant collapse. 

What, meantime, had been the statistical history of copper ? 
The syndicate could not have bought during 1888 less than 
160,000 tons out of a world production of 260,000, nor paid 
less than £9,000,000 therefor. The copper in Europe and 
afloat had increased, according to the elaborate estimate of 
the New York Engineering and Mining Journal, by a total 
output for 1888 of over 250,000 tons against only 225,000 for 
1887, the bulk of the addition being due to the United States, 
which produced 105,350 tons, or 27£ per cent, more than in 
1887. The increase in the Lake Superior district was about 
15 per cent. ; that in Montana, 25. The output of Anaconda 
alone reached 28,000 tons, a quantity which only Rio Tinto 
exceeded. In England and France, the supplies for 1888 
nearly doubled the deliveries. The visible supply for Europe 
at the end of 1888 was 104,000 tons against 42,000 twelve 
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months before, and more by over 65,000 tons than at any 
previous corresponding date. These figures do not include 
the increased stocks at the Spanish mines, nor the supply in 
the United States, which rose in 1888 from about 18,000 tons 
to about 35,000. In brief, the world's production of copper 
for 1888 outran its consumption by from 79,000 to 85,000 tons, 
or about one-third of a year's product. 

So soon as a solid corner was known to have been formed, 
prices leaped from less than £40 a ton to over £80. Early in 
January, 1888, Chili bars commanded £85 12*. 6d., but, upon 
offers by the syndicate at £85, fell again, then hovering 
between £70 and £80, up or down, as the syndicate sold or 
abstained. The fall was probably allowed in order to improve 
terms with copper companies not yet in the ring. 

London, always before this the centre of the copper interest, 
hated the syndicate. Here the bears were at all times strong 
and active. But the syndicate fought them day by day, and 
it was interesting to note in the varying differences between 
spot and future prices the measure of its power. Spite of 
the mastery which it on the whole maintained, futures de- 
preciated more and more through the year; yet there were 
moments when the bears were badly off. At one time, futures 
were quoted even higher than cash sales. August squeezed 
the bears terribly. In September, they could not cover at all, 
and the syndicate price per ton rose to £115. The few other 
holders, however, sold for less, and realized much profit at 
its expense. The American market scarcely fluctuated at all, 
being firmly in Secretan's grasp. The average price of Chili 
bars on the first days of months was nearly twice as high in 
1888 as in 1887; namely, £82 7*. Qd. against £42 3*. 

While the high prices, as we have seen, swelled production, 
they of course lowered consumption. The United States 
used in 1888 some 14,000 tons less copper than in 1887; 
England and France, apparently, 37,478 tons less. As, how- 
ever, a great deal of old copper had been worked up, — 5,000 
tons, it is thought, in England and France alone, — and as 
smelters had bought heavily when prices began to rise in 
the autumn of 1887 for use in 1888, the actual consumption 
must have been considerably larger than the apparent. Good 
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authorities place the difference at 20,000 tons, making the 
true deficit in consumption for 1888 about 19,500 tons. India 
took in 1888 13,400 tons less than in 1887; and the total export 
from England, considering as not exported the stock held in 
bond in France, but belonging in Liverpool, was 27,723 tons. 

With the opening of the present year, the syndicate's woes 
became pronounced. Sellers in open market began giving a 
preferential rate of £1 a ton to other buyers. For a time 
these sold again to the syndicate, pocketing the goodly ad. 
vance ; but at length would not risk this, and gave up buying. 
February 1 saw the syndicate under a load of 150,000 tons of 
copper, which, to be whole, it must sell for £68 per ton. The 
able and exhaustive report of the world's copper production 
for 1888, published by the Engineering and Mining Journal 
of January 12, dissipated hope of securing such a price. At 
the end of January the syndicate ceased to buy futures, and 
on March 1 to buy at all. 

In January, the Comptoir d'Escompte borrowed £840,000 
for tbe Metal Company. On February 5, it parted with 
warrants amounting to £1,520,000, that the Metal Company 
itself might float a loan of £1,000,000. During this month, 
with much difficulty, a Societe Auxiliaire des Metaux was 
formed, to relieve the old. It had 8,000 shares of £200 each, 
few subscribing who were not interested already. The Metal 
Company alone took 60 per cent, of the stock, the Comptoir 
1,000 shares. Nearly all the clear aid came from Swiss banks 
and bankers, who accepted 450 shares. The new concern was 
to have become responsible for 75,000 tons of copper at £72 
a ton, — a great relief. But by no means this amount was 
ever transferred. 

The whole capital of the Comptoir was now locked up in 
copper, whereof £2,713,000 worth would vanish into air, should 
the metal, as seemed imminent, drop to £40 the ton ; while 
it also stood pledged for payment on 320,000 tons of futures. 
On March 5, M. Denfert-Rochereau, who had involved the 
institution against the earnest opposition of its conservative 
directors, committed suicide. A furious run on the bank, 
kept up for the next two days, drained away its entire deposit, 
it being saved from closing its doors only by a loan of £4,000,- 
000 from the Bank of France. 
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The action of the Bank of France, though hasty and much 
criticised, was justified as localizing the crisis. The govern- 
ment itself had urged it. The collateral, which there had 
been hardly time to examine, consisted in copper warrants 
made over to it by banks that had already advanced upon the 
same. But the Bank, whose statutes forbade it to loan for 
over three months, insisted on broader margins than had at 
first been allowed ; namely, from 15 to 20 per cent., which 
made it safe only down to £52 a ton. As there was, therefore, 
no hope for the old Comptoir, a liquidator was appointed to 
wind up its affairs. A like fate befell also its original tempter, 
the Metal Company. 

"Good merchantable copper" (the standard of quotation 
since November last, instead of Chili bars) sold up to £76 so 
late as March 2. After that date, its course was as follows: — 

March 9, £55. 

March 16, £50; £51. 

March 23, £41 12s. Qd. (since the 16th it had been at £35). 

March 30, £39 10s. 

April 6, £40 10s. ; £41. 

April 13, the same. 

April 20, £37 ; £37 5s. 

April 27, £38 ; £38 5s. 

May 4, £39. 

May 24, £40 (for both spot and futures). 

May 27, £41 15s. (£41 10s. for futures). 

June 1, £40 17s. ; £41. 

From the day of the "crash," the great copper producers 
and dealers have bent all their energies to the work of prevent- 
ing the hoard gathered by the syndicate from being thrown 
upon the market, — a mission in which they have thus far 
succeeded. 

This history presents some specific points of economic 
interest. 

1. Were Bagehot still with us, he would use it as an im- 
pressive lesson in the mobility of capital and labor. How 
quickly, with rise of prices, did moribund mining companies 
find work enough, no-profits ones declare dividends, and those 
already busy set out new plant. The above figures of surplus 
production tell the story. 
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2. Men of business, at least in France, are not infallible. It 
should have been certain beforehand that the copper "com- 
bine," so rickety, with no power, as genuine trusts have, to 
limit production, could not permanently continue prices thus 
excessively above the normal level. Stronger organization, 
less greed, or death, — these were the alternatives. There is 
no evidence that M. Secretan and his confidants canvassed the 
possibilities of copper production with any care. To the real 
causes of the rise when they began buying, or to the effect 
thereof on disused and poor mines, their eyesight did not 
reach. The myopia spread to some of the world's greatest 
financiers. And whence, at last, came the awakening vision ? 
Apparently not from mercantile thinkers, least of all from men 
pecuniarily interested in the speculation. The facts indicate 
that, more than aught else, the searching and unanswerable 
expose of copper affairs by the Engineering and Mining 
Journal last January 12 brought it. Such advised, fearless, 
and disinterested criticism of industrial problems cannot be 
too strongly commended. Sycophancy and passion are in 
these discussions peculiarly out of place. 

3. We see, again, the power of irresponsible capital, when 
massed and unscrupulously used. The copper combination 
was one of the very loosest order; yet, defying the economic 
harmonies, it for almost a year and a half kept the price of a 
world commodity not far from 100 per cent, above what it 
would naturally have been. For the United States, the arbi- 
trary advance was not so great as this ; but, according to the 
sober estimate of the Journal just referred to, it was at least 
5 cents on each of the 250,000,000 pounds of our copper 
bought by the syndicate, making a $12,500,000 increase "in 
the value of our copper production and stock over a normal 
figure." Of this, the American copper producers got, in 
unearned profits, $8,000,000,— $2,000,000 from the syndicate 
(virtually an export duty on the copper sent to Europe) and 
$6,000,000 from the pockets of the American consumers of 
copper. Losses through interruption to business and the pain- 
ful retardation of electrical science we can only mention. 
"Vengeance has come," it is said. But vengeance is not 
restitution. Nothing has occurred or can occur to redress the 
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evils which have been suffered. Rather must the normal state 
of the copper industry be restored, if at all, through fresh 
paroxysms, perhaps worse than the past. 

4. Let it not be understood that the copper corner has been 
definitively ruptured. Prices are not yet normal: a monopoly 
market remains. Till yon pyramid of copper is disposed of, 
we cannot know where we are. The old contracts, always 
contrary to French law, are, of course, repudiated; but an 
understanding is, on good authority, said to have been arrived 
at, including even Mr. Haggin, owner of the Anaconda, which 
fixes the price of good merchantable brands at 12 cents.* 
Mere agreements of this sort are always difficult to maintain, 
and, in copper, will be doubly so now that so many new pro- 
ducers have been mustered in and the appetite of the old so 
whetted. To a regular trust it must and will come at last. 
Nor has aught taken place to indicate that a Copper Trust, 
organized like the Standard Oil Trust, with its energy and its 
relentless methods, would fail. 

E. Benj. Andrews. 

Cornell University. 



* From advices so late as June 12, this agreement appears to be limited to the 
United States and to the present month. Copper authorities here protest that 
producers hare formed no arrangement to limit output, but the reverse is per- 
sistently rumored in Paris. Work at the lake mines is said to be proceeding at 
full blast ; yet some verisimilitude is lent to the Paris reports by the fact that 
our real difficulty in coming to terms with Rio Tinto is understood to have con- 
cerned the limitation not of our production, but of our exportation. Paris banks 
and bankers still hold their 175,000 tons of copper, while 40,000 tons lie hoarded in 
the United States. Sales are few, would-be buyers evidently expecting prices to 
fall still further. 



